CHAPTER V
AGGREGATE MONEY OUTLAY IN RELATION TO PUBLIC
FINANCE OPERATIONS
§ 1. in the course of the three preceding chapters we have
studied the relations of employment and unemployment to
movements in the money wages bill; the relation of move-
ments in that bill to movements in aggregate money outlay
on the assumption that money wage rates are held steady;
and the implications of the fact that in actual life, when
movements in the money wages bill induce responsive move-
ments in the average rate of money wages, this in turn sets
up a reflex effect on the money wages bill itself. The next
step is to inquire whether and how operations of public finance
— the raising and spending of tax or loan revenue — can
modify aggregate money outlay in the first instance; prior,
that is to say, to any reflex influences set up in it by induced
changes in the money rate of wages.
§ 2. This inquiry is best approached by way of negating
a negation. That it is possible for public authorities to affect
the size of aggregate money outlay in any period by Public
Finance operations will seem to many too plain for argument.
None the less, it has sometimes been maintained that it is
beyond their power to do this, that money income will be
what it will be irrespective of them, and that not merely on
the average of a long period, but even from day to day. A
very clear-cut expression of this thesis may be found in the
report of the Transvaal Indigency Commission of 1908:
" Wealth is the only source from which wages are paid, and
the State must levy taxation (or raise loans) in order to pay
wages to its workmen. When, therefore, a government gives
work to the unemployed it is simply transferring wage-giving
power from the individual to itself. It is diminishing employ-
ment with one hand, while it increases it with the other. It
takes work from people employed by private individuals and
gives it to people selected by the state."l Similar sentiments
1 Report of the Transvaal Indigency Commission, p. 129.
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